UTAH CONSTRUCTION & MINING CO. ANNUAL REPORT 1965 UT. AF 


UTAH 


COVER: Two most promising markets in 
future years are the projected requirements 
for coal and uranium for production of 
electrical energy in the western United 
States. Having substantial and well located 
reserves of each of these fuels, Utah 
Construction & Mining Co. is uniquely 
qualified to serve both of these markets and 
is addressing itself to a growing and lasting 
association with the electric utility industry. 
right: Utah’s Navajo coal mine is the fuel 
source for the electrical energy transmitted 
by these extra high voltage lines leading 

to Phoenix from the mine mouth generating 
plant of Arizona Public Service Company. 
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THE YEAR IN BRIEF 


1965 1964 
Net income after taxes $11,016,491 $ 7,291,962 
Depreciation and depletion $ 4,899,797 $ 6,060,582 
Earnings per share $ 2.56 $ 1.70 
Cash dividends per share $ 1.00 $ 95 
Net worth per share $ 17.76 $ ae 
Net worth $76,356,454 mee 
eine shares outstanding ee alee 
(Net of Treasury shares) 
Number of shareholders 3,796 3,675 


NET EARNINGS and DIVIDENDS 


SHAREHOLDERS’ EQUITY 


CONTRACT BACKLOG 
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TO OUR SHAREHOLDERS: 


Utah Construction & Mining Co. enjoyed the finest year in its 66 
year history. Earnings were at an all-time high, the backlog of un- 
filled mineral sales contracts was at a record level and the net addition 
of new construction work during the year was the highest ever. Im- 
portant progress was made in initiating several major activities 
which will greatly enhance the outlook for your Company’s growth 
in earnings. This report is intended to give you a detailed account 
of the financial results, a review of current operations and a better 
understanding of your Company’s latest undertakings and prospects. 

In fiscal year 1965, each of the Company’s principal operations 
recorded improved earnings over last year. Consolidated net income 
was $11,016,491 or $2.56 a share, up 50% from $1.70 a share last 
year and $0.29 a share above the heretofore record results of 1961. 
On September 22, the regular quarterly dividend was increased from 
$0.20 a share to $0.25 and was accompanied by a year-end extra 
of $0.15. This brought cash dividends for the fiscal year to $1.00, 
compared with $0.95 paid in 1964 and $0.30 paid ten years ago. 
Dividends have now been paid without interruption for 35 years 
and increased in each of the past fifteen years. At year end, con- 
solidated net worth totaled $76,356,454. Long term debt amounted 
to $29,303,810 and will be increased to finance the requirements 
of expansion, as negotiations underway at year-end are now com- 
pleted to provide an additional $15 million in term loan borrowings. 

Your Company’s earnings level reflects its expanding mining op- 
erations. These have evolved in the relatively brief period since 
World War II from a single contract mining venture into an expe- 
rienced organization now operating on three continents and con- 
ducting mineral exploration and development activities over a more 
extensive area. Diversified interests in iron ore, uranium, coal and 
copper represent the Company’s major source of current earnings 
and the principal direction of new activities which are currently 
underway or will take place in the near future. 


Iron ore production, both domestic and foreign, responded this 
year to a sustained high level of steel production in the United States 
and abroad, and earnings of the Company’s mining operations in 
the State of Utah and those of its Peruvian affiliate, Marcona Min- 
ing Company, were in excess of last year. Marcona is investing 
$23,000,000 in new plant and facilities for which Utah has the 
construction contract. This will increase the affiliate’s pelletizing ca- 
pacity from one million to more than three million tons per year 
and should also increase its profitability by enabling a further shift 
to pellet production from other types of beneficiated products. 

Reflecting Marcona’s increased production, the consolidated earn- 
ings of the sales and shipping affiliate, Cia. San Juan, S.A., are also 
materially higher than last year. San Juan Carriers, Ltd., a wholly- 
owned subsidiary of Cia. San Juan, is responsible for the ocean 
transportation of Marcona’s production to steel users abroad. This 
subsidiary enjoys an unusual advantage in the shipping industry in 
that the utilization of vessels it owns or has under time charter is 
assured by long-term delivery contracts between San Juan and steel 
producing customers throughout the world. On the basis of these 
assured movements, the Company has been able to undertake com- 
plementary backhaul arrangements for petroleum and other bulk 
commodities, reducing iron ore transportation costs and increasing 
the profit from vessel operations. San Juan Carriers’ fleet of modern 
ore vessels is again being expanded to accommodate the rising pro- 
duction at San Nicolas, Peru, and shipments of iron ore from Mt. 
Goldsworthy in Australia starting in 1966. 

The Company’s uranium production is sold to the Atomic Energy 
Commission under a contract which was revised to extend deliveries 
through 1970. In 1965 earnings from uranium were lower than in 
1964 because of a rescheduling of shipments, a write-off attributable 
to the discontinuance of the Shirley Basin underground operations, 
and the closing of a mine owned by another company whose output 
was milled by Lucky Mc. However, overall gross revenues from 
uranium are expected to be a significant source of earnings until 
the end of 1970 when the contract expires. At that time your Com- 
pany will still have substantial reserves for sale to U.S. and foreign 
governments as well as to private industry, with profit levels de- 
pending upon the prices obtainable and the prevailing demand for 
uranium. 

Due to increased coal production, the Company's Navajo mine 
in New Mexico recorded higher profits than last year. Since 1963, 
when Utah made its initial delivery under a 35-year contract to pro- 
vide coal to Arizona Public Service Company’s Four Corners gen- 
erating plant, this operation has become a major source of income. 
Because of its tremendous potential for expansion, it is regarded 
as one of your Company’s most valuable assets. 

Through its interest in Pima Mining Company, the Company 
has been participating in a very favorable copper market which has 
prevailed throughout the year. Under the influence of higher prices 
and full production, Pima’s earnings advanced to the highest level 
since the affiliate’s first year of operations in 1957. Furthermore, 
Pima is expanding its facilities. At a cost of $21,000,000 the affili- 
ate’s milling capacity will have been tripled by the summer of 1966, 
the engineering and construction work being performed by Utah. 
These expanded processing facilities will permit the utilization of 
Pima’s lower grade ore reserves and materially increase the affiliate’s 
future earnings. 

Construction performance—both at home and abroad—was im- 
proved over the prior two years. The construction industry as a 
whole has been marked by intense competition for several years, 
and this condition, which still prevails, has had an adverse effect 


upon the earnings of both the industry and your Company. Conse- 
quently, earnings from construction activities are still below expec- 
tations, particularly in relation to some earlier years and to the 
Company's level of investment in these undertakings. Even so, the 
gain in construction earnings over last year has been encouraging 
and prospects for the coming year are for a continuation of this fa- 
vorable trend. The Company’s year-end $140,643,019 backlog of 
uncompleted work compares to $84,122,711 at the end of the preced- 
ing year. It is comprised of 51% negotiated and fee work. However, 
as was indicated last year, progress on the Manapouri Tailrace Tun- 
nel project in New Zealand has been seriously impeded by unfore- 
seen labor and operating difficulties, and losses were recorded again 
this year. On balance, though, the diversity and size of the Com- 
pany’s backlog gives us good reason for encouragement. 

The Company’s land development operations have performed 
exceptionally well this year because of profitable sales from the ex- 
isting inventory of residential and commercial land and the sale of 
some matured investment properties. Earnings from this phase of 
operations were at record levels. However, if this performance is 
to continue, new properties must be acquired. This is a difficult task 
because the apparent profit potential for new land ventures has been 
reduced by increased competition for desirable real estate, high 
carrying costs, and rising development costs. 


NEW DEVELOPMENTS 


Notwithstanding this year’s achievement of all-time record earn- 
ings, the most outstanding developments for your Company are 
two new sales contracts which were entered into during the year, 
and another which is now being negotiated. These will lead to the 
expansion of Utah’s present mining program and are expected to 
have a substantial and sustained impact on the level and depend- 
ability of future earnings. 

In January it was announced that the Company, along with Cyprus 
Mines Corporation and Consolidated Gold Fields (Australia) Pty. 
Ltd., will be producing over a seven-year period 16% million tons of 
iron ore for sale to Japan from the Mt. Goldsworthy iron ore deposit 
in Western Australia. Sales and shipping arrangements under the 
contract will be handled by Cia. San Juan. Meanwhile, the joint 
venture has progressed satisfactorily and the $52,000,000 project is 
proceeding on schedule with Utah performing the construction work. 
This project represents an important source of new earnings to Utah, 
not only through the existing contract, but also in the deposit’s poten- 
tial for added production and sales to Europe as well as to Japan in 
the years ahead. 

The May signing of a letter of intent for one of the largest sales 
of coking coal ever made to the Japanese steel industry marked the 
initial benefit from four years of exploration and development work 
in Queensland, Australia. After the close of the fiscal year, a con- 
ditional contract was executed for the sale of 13% million tons of 
coking coal from the Blackwater deposit which will produce about 
$137,000,000 in revenue over a ten-year period. The basic remain- 
ing condition before the contract is fully effective is the successful 
testing of a bulk sample now in progress. Hopefully, this project is 
only the first step in the development of other deposits in the 2,444 
square miles on which Utah has an authority to prospect in the 
Bowen Basin region of Queensland. 

The most recent and important phase of Utah’s expanding min- 
ing operations is a prospective contract which was in the negotiating 
stage at the close of the Company’s fiscal year. Under its terms Utah 
would supply coal from the Company’s Navajo Mine for a 144 mil- 
lion kilowatt generating facility adjacent to the Arizona Public Serv- 
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ice Company’s power plant and Utah’s mine in the Four Corners area 
of New Mexico. Six of the fifteen public utility members of the 
Western Energy Supply and Transmission Associates, or WEST, 
have announced that this installation is scheduled to become the 
first stage of a twenty-year program for the creation of 36 million 
kilowatts of new generating capacity and transmission network. The 
first 755,000 kilowatt unit is scheduled to go on stream in February 
of 1969 and the second, six months later in August. Present annual 
coal production of 2/2 million tons would be increased to 8% mil- 
lion tons under a contract running for a minimum period of 35 
years. If negotiations are successfully concluded, the annual pro- 
duction would make Utah’s Navajo coal mine the largest in the 
United States. 

To provide for even greater levels of power production at this 
site, in October the Company amended its mining lease with the 
Navajo Tribe to include the addition of lands containing approxi- 
mately 150 million tons of coal reserves, bringing Utah’s Navajo 
reserves of strippable coal to 750 million tons and our total mine- 
able reserves in the Rocky Mountain states to well over a billion 
tons. It is Utah’s aim to develop a lasting and growing association 
with the public utility industry, for your Company has the unique 
capacity to become an important supplier of both uranium and coal 
for the production of electrical power. 

During the year the Company’s management was strengthened 
by the addition to the Board of Directors of Mr. Ernest C. Arbuckle 
and Mr. Alf E. Brandin, and by the election of Messrs. John S. An- 
derson and Edwin C. DeMoss as Vice Presidents. The performance 
of our organization has been outstanding and the results of the year 
give testimony to this fact. 

The Company’s accomplishments in 1965, combined with the 
groundwork laid for future years, give us added confidence in our 
organization and growing optimism for the opportunities which 
lie ahead. 


CHAIRMAN OF THE BOARD PRESIDENT AND GENERAL MANAGER 


E. W. Littlefield 


Marriner S. Eccles 
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DESCRIPTION OF OPERATIONS 


left: Aerial view of Company's iron ore mine, 
Cedar City, Utah. right: Mobile processing plant 
(foreground) for treating iron-bearing gravels which 
are fed to it by 8 cubic yard dragline (rear). Waste 
material leaves the concentrator by conveyor and is 
deposited back in the trench from which it was dug. 
This mobile concentrator is 78 feet long, 40 feet 
high and moves on four double-track assemblies. Its 
capacity is from 10,000 to 12,000 tons of gravel daily. 


MINING 
Utah’s profits from its mining interests exceeded those of 1964. How- 
ever, the financial results only partially reflect the progress which 
was made during fiscal year 1965. Contract backlogs (excluding 
those of affiliated companies) were increased by $171 million to over 
$500 million through increased coal and iron ore sales contracts, and 
preparations are now underway to provide additional earnings from 
two new major sources and several expanded operations. 
IRON ORE 
The Company’s iron ore mine near Cedar City, Utah, operates under 
a 12-year ore sales contract with the U.S. Steel Corporation. The 
contract, which was renewed in July, 1963, requires that future ore 
shipments meet higher specifications than those of the natural ore at 
the Iron Springs deposit. To meet these requirements the Company 
expanded the capacity of its existing beneficiation facilities and in the 
summer of 1964 designed and constructed a mobile dry magnetic 
concentrator to recover alluvial iron ore previously considered un- 
economic. This concentrator has now operated for more than one 
full year, producing approximately one-third of the total output 
shipped from the Cedar City operation during 1965. Utah also mines 
iron ore for the Colorado Fuel and Iron Corporation under a five 
year contract renewed in September, 1964. This contract mining will 
continue to be a dependable but modest source of earnings. 
Through a 43% interest in Marcona Mining Company, Utah par- 
ticipates in a large and expanding iron ore producing complex in the 
vicinity of San Nicolas, Peru. Marcona has been mining iron ore 
since 1953, when it was formed by Utah and Cyprus Mines Corpora- 
tion. Located near deep water port sites and having a downhill mine- 
to-port haul, year-round operating climate and favorable stripping 
ratios, Marcona is one of the world’s lowest-cost export iron ore pro- 
ducers. Since its first year of operations, Marcona has generated 
profits in excess of $56 million and has paid dividends of $19 mil- 
lion. It has also made capital investments which presently stand at 
$78 million. During Utah’s 1965 fiscal year, shipments from this 
mine were in excess of 6 million tons and Utah’s $2,425,561 share 


Marcona Mining Company's pellets, produced at 
San Nicolas, Peru, are among the world’s highest 
grade iron ore products. These photographs provide 
a partial description of how they are made. Initially, 
pellet “filter cake” is produced in the magnetic 
aration plant (lower left) and then formed into 
three 1942 foot diameter 

er are conveyed through 

hine (2) on a 165 foot long 

eling grate (4) where they are progressively 

nd fired to a hardened finished product (6). 

The hot pellets then p: hrough a cooling 

drum (5) and are removed by conveyor. 

The operation is monitored from the 

on plant’s central control room (3). 


of its earnings after provision for distribution taxes exceeded 1964 
by 56%. This affiliate has undertaken an additional expansion 
program to permit even greater utilization of its reserves, based 
on a revision of the basic mining concession with the Santa Cor- 
poration (Corporacion Peruana del Santa), an agency of the Peru- 
vian Government. The revision is now being consummated with 
the Peruvian Government. Utilizing Utah’s engineering and con- 
struction personnel, Marcona is modifying its existing pellet plant 
to increase the capacity from 1 million tons to 1.3 million tons 
per year, and is now adding a new pelletizing unit having an annual 
capacity of 2 million tons. This program, which is scheduled for 
completion in the summer of 1966, will give Marcona the capacity 
for an annual output of 5 million tons of beneficiated products in 
addition to some direct shipping ore. 

Utah also participates in ocean shipping thro San Juan Car- 
riers, Ltd., a wholly-owned subsidiary of the 43% owned affiliate, 
Cia. San Juan, S.A., whose principal role is the marketing and trans- 
portation of Marcona ore. By assuming responsibility for delivery of 
Marcona’s products to the dock or other terminal facilities of Mar- 
cona’s customers, Cia. San Juan is able to assure dependable low 
cost transportation through the design and operation of very large 
specialized ore vessels and five of the world’s largest combination 
ore/oil ships in service. By arranging for vessel employment in com- 
plementary backhaul lifting petroleum, coal and other bulk com- 
modities, the Company has expanded its general transportation capa- 
bilities, reduced iron ore delivery costs, increased vessel operating 
profits and diversified operating risks. This fleet, consisting of seven 
carriers and augmented by charter vessels, completed 63 billion ton- 
miles of cargo transportation during fiscal 1965. The addition of a 
62,000 deadweight ton ship in 1966 and a 90,000 DWT vessel in 
1967 will increase wholly-owned capacity to 530,000 deadweight 
tons. In 1965, Utah’s share of Cia. San Juan’s consolidated earnings 
after provision for distribution taxes was $1,749,335; this compares 
with $1,261,955 for 1964. 

During fiscal year 1966, Utah’s iron ore mining operations will 
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left: S.S. San Juan Prospector underway. The 
cargo capacity of this ore/oil carrier exceeds 
the combined capacity of six World War II 
Liberty ships. Particulars: Length, 835 feet; 
Breadth, 106 feet; Depth, 65 feet; Deadweight 
Capacity, 71,000 long tons; Ore Hold, 
1,300,000 cubic feet; Cargo Oil Tank, 3,200,000 
cubic feet; Full Load Speed, 17 knots; 
Cruising Range, 24,000 nautical miles. right: 
Main pit area of Utah’s Lucky Mc uranium 
mine in the Gas Hills District of Wyoming. 


be further expanded by commencement of shipments from the Mt. 
Goldsworthy project in Western Australia. In December, 1964, rep- 
resentatives of Japanese steel mills executed an agreement with Cia. 
San Juan, S.A. which will market the Mt. Goldsworthy ore for the 
consortium composed of Utah, Cyprus Mines Corporation and Con- 
solidated Gold Fields (Australia) Pty. Ltd. This agreement calls for 
the purchase of 1612 million tons of ore from Mt. Goldsworthy over 
a seven year period. At present the companies are installing deep 
draft port and harbor facilities, a 75-mile railroad, mine plant 
and other facilities with Utah performing the construction and 
dredging. The initial investment for the three companies is expected 
to reach $52 million, and annual shipments—initially at a rate of 
1% million tons—are to be increased to 2% million tons in 1967 
for the balance of the contract. Like many of the Company’s other 
mining operations, the attraction of this venture lies as much in the 
prospective sales of Mt. Goldsworthy’s uncommitted ore as in the 
sale already consummated. 

COPPER 

The Company participates in the copper industry through its 25% 
interest in Pima Mining Company, owned also by Cyprus Mines 
Corporation (50% ) and Union Oil Company (25%). Utah per- 
formed the initial stripping of this ore body and constructed the orig- 
inal Pima mill. In subsequent years the affiliate has contracted with 
the Company for the design, engineering and construction of addi- 
tional plant and facilities. Utah is presently constructing new facili- 
ties at Pima which will enlarge its mining and milling capacity by 
mid-1966 from 6,000 to 18,000 tons per day at a cost of approxi- 
mately $21,000,000. With its expanded capacity Pima’s unit costs 
will be reduced, thus permitting economic mining of lower grade 
ore reserves, with the effect of doubling the estimated life of the 
mine and improving Pima’s annual profits and total future earnings. 
Pima’s earnings, which vary from year to year in response to copper 
prices, benefited during 1965 from premium prices on the world 
market where a portion of this year’s production was sold. In com- 
bination with increased production, the prevailing copper price 
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left: Stripping operations with Utah’s walking 
dragline at Company’s Navajo coal mine in the 
Four Corners area of New Mexico. lower left: 
One hundred-twenty ton coal carrier, enroute 
from mine to processing plant. right: 
Stockpiling facilities, Navajo coal mine. 


enabled Pima to record the highest profits since the beginning of 
this operation. Utah’s share, after allowance for distribution taxes, 
amounted to $908,201 compared to $702,233 last year. 

URANIUM 

A fixed annual tonnage of uranium production from the Company’s 
properties and mill in the Gas Hills area of Wyoming is sold under 
contract through 1970 to the Atomic Energy Commission. Annual 
earnings from this operation will be important and relatively predict- 
able for the duration of the agreement. During fiscal 1965, uranium 
profits were below last year. This was the combined result of re- 
scheduling deliveries, a write-off of Shirley Basin underground oper- 
ations other than solution mining, and the closing of a small mine 
owned by another company whose output was milled by Lucky Mc. 
The decline in profits was offset in part, however, by lower cost ores 
fed to the Lucky Mc mill. Beyond 1970 there are increasing indica- 
tions that there will be a continuing demand for uranium. At that 
time Utah will still have substantial reserves and production costs 
which are believed to be competitive with any domestic producer, 
and the Company should be in an excellent position to participate in 
the anticipated growth of the nuclear power industry. Utah’s opti- 
mism for the strength of this future market is underscored by the 
Company’s re-entry into uranium exploration. 

STEAM COAL 

Utah’s Navajo coal mine in the Four Corners area of New Mexico 
came into production three years ago. It has grown rapidly into a 
major operation and has the promise of further expansion. This was 
the first complete year that the Navajo Mine served the full capacity 
of Arizona Public Service Company’s present mine-mouth generat- 
ing facility. Accordingly, Utah’s coal operations recorded improved 
profits. Since this mine is the fuel source for a base-load plant re- 
quiring constant feed, its earnings are closely tied to the output of 
the generators being served and are relatively predictable. The 22 
million ton annual fuel requirement of the 575,000 kilowatt genera- 
ting units now in service is supplied by Utah under a fuel agreement 
for a 35 year period. Arizona Public Service Company has an option 


left: Exposed 20 foot seam of coking coal at 
Utah’s Blackwater deposit, Queensland, Australia. 
In compliance with Utah’s conditional sales 
contract with Japanese steel interests, a 2,000 

ton sample was removed from this pit for testing 
in Japan. right: Construction on expanded mill 
facilities, Pima Mining Company, Arizona. 


to renew for an additional 15 years. 

It has been announced that construction will start in the spring of 
1966 on a new plant to be owned by six of the members of WEST 
Associates. It is to have a capacity of 1,510,000 kilowatts and fuel 
requirements of 6 million tons per year. If fuel agreement negotia- 
tions presently in progress are successfully concluded and the plant 
is fully operational by August, 1969, Utah’s coal production at the 
Navajo Mine will have increased to an annual rate of 8% million 
tons, making Navajo the largest coal mine in the United States. 
The aggregate 2,085,000 kilowatts of electrical energy then being 
generated at this location would be equivalent to the energy require- 
ments of a city the size of Philadelphia. 

The Company’s optimism for even further expansion of the out- 
put of the Navajo Mine was demonstrated this year by the signing 
of an amendment increasing the reserves of the Four Corners 
deposit to over 750,000,000 tons of strippable coal—adequate for 
providing energy for 35 years for total generating capacity of 512 
million kilowatts. This would be the equivalent of the electrical en- 
ergy presently consumed in the greater Chicago area, and would re- 
quire annual coal production of about 22 million tons. With such 
capacity for future expansion, Utah’s Navajo Mine represents one 
of the largest low cost energy sources in the world. 

The Company’s western coal reserves total well over one billion 
tons. Near the town of Craig in northwest Colorado, the Com- 
pany controls a sizable reserve of coal suitable for electric power 
generation, and also has a large water right and storage permit in the 
nearby Yampa River. Also controlled are strippable steam coal de- 
posits in southern Utah near the town of Kanab. These reserves are 
well situated to serve the southern California energy market, but lack 
surface water in the immediate vicinity. Investigations are presently 
underway for the development of a sub-surface water supply, or a 
means of transporting the coal to water. In addition to its proven 
deposits, Utah is actively investigating other reserves of strippable 
and underground coal. In future years, as additional power is re- 
quired in the Western States, it is hoped that the Company’s position 


left: Utah’s dredge “Alameda” performing channel 
and port work for Mt. Goldsworthy iron ore 
project at Port Hedland, Australia. upper right: 
Artist's rendition of the Snowy-Murray 
Development, part of Australia’s Snowy Mountain 
Scheme. This project, which has been described 
as “one of the five future wonders of the world,” 
has a two-fold purpose: to supply irrigation water 
for the inland plains of the Murray and 
Murrumbidgee Valleys and to produce electric 
power for the States of Victoria and New South 
Wales. lower right: Island Bend Dam, one of 
several elements in The Snowy Mountain Scheme, 
constructed by Utah-sponsored joint venture. 


as a fuel supplier from its coal and uranium reserves will be aug- 
mented by the utilization of these and other deposits. 

COKING COAL 

Until recently, most of the coal reserves under the Company’s con- 
trol were suitable only as fuel for steam-fired electric generating 
plants. However, in 1965 the Company’s re-entry into the coking 
coal market was marked by the signing of a letter of intent for one of 
the largest sales of metallurgical coal ever made to Japanese interests. 
This letter of intent culminated a long-range exploration program 
which began four years ago in Queensland, Australia and has now 
resulted in a conditional contract which will become fully effective 
after the satisfactory testing of a bulk sample. The contract provides 
for sales of 13% million tons of coking coal from the Blackwater 
area of Queensland and revenues of $137 million over a ten year 
period. Production, initially at the annual rate of one-half million 
tons starting in 1968, is scheduled to increase to 12 million tons 
by 1971. Utah’s capital investment for this new strip mining opera- 
tion is expected to be approximately $18 million. 

MINERAL DEVELOPMENT AND GEOLOGY 

In fiscal year 1965 exploration on the North American continent 
was directed to the search for deposits of copper, molybdenum and 
other non-ferrous metals as well as uranium and coal. In Australia 
a large part of this activity was devoted to a development drilling 
program at the Blackwater Mine, while exploration for new coking 
coal and tin deposits was continued. The Company also continues to 
investigate mining opportunities in other parts of the world where 
the investment climate is believed to be favorable. 


CONSTRUCTION 


The Company’s fiscal year 1965 got underway with $84,000,000 in 
construction backlog divided almost equally between domestic and 
overseas locations. As the year progressed, a greater portion of the 
new awards received was for overseas work, and at year end, Utah’s 
$141,000,000 backlog was approximately 75% overseas and 25% 
domestic. This is the second largest year-end backlog in the Com- 


left: Wells Hydro-combine project near 
Wenatchee, Washington. upper right: Oued 
Nebaana Dam nearing completion in Tunisia. 
lower right: San Luis Dam under construction in 
California. far right: Bucket wheel excavator 
at work on the San Luis Canal, California. 


pany’s history and in May it reached the highest point ever at 
$191,519,000. A majority of this backlog is on a cost-plus-fixed-fee 
basis. 

Fiscal year 1965 was one of general improvement as the year was 
freed from the losses sustained at the Round Butte Dam project in 
1964. One of the highlights of the year was the receipt of the Con- 
struction Achievement Award in recognition of the outstanding 
work performed on the Eucumbene-Island Bend-Geehi Tunnel. Pre- 
sented by the Australian Federation of Civil Engineering Contrac- 
tors, the Award was given to the joint venture sponsored by Utah 
Construction & Engineering Pty. Limited. Utah first started work 
for the Snowy Mountain Authority 8 years ago on the Tantangara 
project. The Oued Nebaana Dam, being built by the Company in 
Tunisia, is scheduled for profitable completion in early 1966. 

On the domestic front, the Mossyrock Diversion Tunnel for the 
city of Tacoma was profitably completed. The Cornwall Hydroelec- 
tric Pumped Storage project for which a Company-sponsored joint 
venture bid successfully in 1964, continues to be delayed. The owner 
of this project, Consolidated Edison Company of New York, has 
compensated the joint venture for standby costs for labor and equip- 
ment; and, when directed to do so, Utah is prepared to proceed with 
this project. 

The Company has made a considerable effort to overcome the la- 
bor adversities and operating obstacles encountered at the Mana- 
pouri Tailrace Tunnel Project in New Zealand. While some progress 
to correct this situation has been made, material losses have been 
recorded in connection with this project. The Company successfully 
negotiated for the construction of the $41,000,000 West Arm Power- 
house on a cost-plus fee basis. A distinguishing feature of the West 
Arm Powerhouse, which is a part of the overall Manapouri Project, 
is its location 700 feet underground. Water entering its turbines will 
drop 700 feet from Lake Manapouri to drive seven 100,000 kilowatt 
generators to provide power for the city of Invercargill and New 
Zealand’s national power grid. 

In joint ventures sponsored by other contractors, Utah has been 


left: In 1965, Utah was awarded the contract for 
construction of the West Arm Powerhouse, one 


stage of the Manapouri Power Project in New 
Zealand. This powerhouse (see artist’s sketch) 
will be located 700 feet beneath the surface of 
Lake Manapouri. right: Rugged mountain 
terrain through which Utah is building the 
Manapouri Tailrace Tunnel, New Zealand. 


participating in defense work at Grand Forks and Malmstrom Air 
Force Bases, as well as the San Luis Dam and San Luis Canal—both 
major units of California’s Central Valley Federal Reclamation Proj- 
ect—the Wells Hydrocombine Project on the Columbia River, Wash- 
ington, the Mt. Coffee project in Liberia, and the Blowering Dam 
in Australia. 

Approximately 25% of the present backlog is associated with new 
or expanding mining operations being undertaken by the Company 
or its affiliates. This has entailed towing the Company’s dredge “Ala- 
meda” from Japan to Port Hedland, Australia, where harbor and 
channel excavation work is now underway in preparation for the 
shipment of Mt. Goldsworthy iron ore to Japan. Utah also has the 
general contract for the construction of the mining facilities, 75-mile 
railroad, port and related works for this project. At the Marcona 
mine near San Nicolas, Peru, the Company is constructing a $23,- 
000,000 addition to the pelletizing and processing facilities. S 
larly, Utah has been engaged Pima Mining Company for the 
design and expansion of that affiliate’s ore concentrator from 6,000 
to 18,000 tons per day. These projects are progressing according to 
schedule. 

The Company continues to follow a policy of selective bidding 
and seeking work only in fields where it has its greatest opportunity 
for profit. Utah is optimistic for the year ahead, as a large majority 
of its present work is of this type and over half of the entire backlog 
is on a negotiated or fee basis. 


LAND DEVELOPMENT 
Utah’s land development activities are primarily of four general 
classifications: the development of unimproved land into residential 
subdivisions for sale to builders; the development and sale of indus- 
trial parks; the design and construction of retirement communities; 
and finally, the acquisition, development and operation of numerous 
investment properties. During 1965, the Company's earnings from 
land development activities were at their highest level. 

In the Moraga Valley, which is in the San Francisco East Bay 
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left: Utah’s South Shore project on the 
shoreline of the City of Alameda, California, 
provides modern shopping facilities and one of 
the most popular beaches on the San Francisco 
Bay. right: Aerial view of Moraga in the 

San Francisco East Bay Area, showing home 
s being constructed on former ranch lands. 


Area, the Company acquired control of 5,000 acres in 1954. In sub- 
sequent years, approximately half of this project including a major 
parcel which was liquidated in 1965, has been sold to homebuilders. 
While 2,362 acres of land remain for sale, and will yield additional 
profits in future years, the most readily developable land has already 
been liquidated. Future revenue from this property may be of 
smaller scale than in the past. 

Near Vandenberg Air Force Base in Southern California, the 
Company still holds nearly 1,000 acres of a 1,361 acre homesite 
development initiated in 1959. Recently, employment at this mili- 
tary installation has leveled off, resulting in a subsidence in demand 
for new housing. Accordingly a loss was sustained on this project 
during the 1965 fiscal year. 

During 1965, the Company purchased 153 acres of land between 
the Diamond Oaks and Sierra View Golf Courses in Roseville, lo- 
cated 18 miles from Sacramento, California. Development of a 
prime residential area will take advantage of the rolling terrain bor- 
dering both golf courses. A contract for the construction of improve- 
ments has been let. The Company holds options on adjacent lands 
which will permit expansion of the project in future years. 

The Company also has a sizable investment in the Pauma Valley 
Country Club and 1,345 acres of surrounding land located near the 
base of Mt. Palomar, between San Diego and Los Angeles. A portion 
of this land has now been subdivided and the sale of residential lots 
will soon be underway. Private memberships are being sold in the 
country club and cottages and homes bordering the golf course are 
planned. This development offers some of the finest quality residen- 
tial sites in southern California. 

In past years Utah acquired three large land investments in Cali- 
fornia which were zoned for industrial or commercial development. 
The South San Francisco Industrial Park has disposed of the major 
ity of its land and the El Segundo project is midway in its program. 
Zoning for the Torrance property was changed to residential and it 
has been virtually sold out. 

During 1964 Utah sold its Bay Farm Island property on an in- 


left: Rolling terrain and golf course fairway at 
Utah’s Roseville project near Sacramento, 
California. right: Architect's rendition of the 
“Tamalpais” in Marin County, California, 

one of several Senior Citizens Residences 
designed and constructed by Utah joint venture. 


following page: Mineral exploration 
activities in British Columbia. 


stallment basis. The Company is performing the required dike con- 
struction having obtained the necessary approvals for development 
from the U.S. Army Corps of Engineers and other authorities. Fill- 
ing of the enclosed tidelands will follow. This 900 acre project will 
provide many public benefits and enhance the shoreline of San Fran- 
cisco Bay in the Alameda area. Also in the Alameda area, the Com- 
pany’s investment in the 65-acre Alameda South Shore Shopping 
Center continues to benefit from its steadily improving sales volume 
through percentage rentals. 

A relatively new undertaking by Utah’s Land Development 
sion has been a joint venture program for the design and construc- 
tion of retirement facilities for non-profit organizations and other 
sponsors. These centers are planned to provide comfortable housing, 
food, recreation and medical services to persons 62 years of age 
and over. To date, a garden-court styled project has been completed 
at Pacific Grove near Monterey, California; a high-rise building is 
under construction in Oakland and a third unit, the Tamalpais, is 
now underway in Marin County. At this early stage, these projects 
appear to offer modest additions to the Company’s land development 
earnings. 

Utah also possesses a range of other real estate investments. These 
include: the Bay Mart Shopping Center in San Jose, California, a 
telephone building site in Phoenix, Arizona, and a multi-storied 
parking garage with ground floor office space in the central business 
area of Seattle, Washington. 

During fiscal year 1965, the liquidation of the Albuquerque, New 
Mexico telephone property and Utah’s investment in the Burrard 
Building in Vancouver, B.C., and substantial segments of the Mo- 
raga and Alameda South Shore developments yielded sizable profits. 
The Company’s declining land inventory may make comparable per- 
formance difficult over the years further ahead unless it can acquire 
real estate on a favorable basis. Utah continues to investigate new 
land development opportunities and will augment its inventory 
whenever a prospect meets the Company’s criteria for return on 
investment. 
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FINANCIAL STATEMENTS 


AUDITORS’ OPINION 


To the Board of Directors, 
Utah Construction & Mining Co.: 


We have examined the consolidated balance sheets of UTAH 
CONSTRUCTION & MINING CO. (a Delaware corporation) and 
subsidiaries as of October 31, 1965 and 1964, and the related state- 
ments of income and earned surplus for each of the years then ended. 
Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as we con- 
sidered necessary in the circumstances. We did not examine the 
financial statements of affiliated companies (see Note | to the con- 
solidated financial statements) but were furnished with reports of 
other public accountants thereon. 

In our opinion, based upon our examination and the reports of 
other public accountants, the accompanying consolidated balance 
sheets and statements of income and earned surplus present fairly 
the financial position of Utah Construction & Mining Co. and sub- 
sidiaries as of October 31, 1965 and 1964, and the results of their 
operations for each of the years then ended, in conformity with 
generally accepted accounting principles applied on a consistent 
basis during the two years. 

ARTHUR ANDERSEN & CO. 


San Francisco, California, 
December 9, 1965. 
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UTAH CONSTRUCTION & MINING CO. AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEETS — OCTOBER 31, 1965 AND 1964 


ASSETS 


CURRENT ASSETS: 


LOE ee 20, 3 Ie, SII CE ELC UO DORE TEI IE PCTS IRM eens i ee te 
Accounts and notes receivable from operations. ...........00ceeceeeeeeee cee eeneeeeee 
Inventories, at the lower of cost or market— 
1 TOT ioe aOR Tree ae SII SACI EEC, SOO ORE OTE Ea GOL PRE aeTRe Horeca = 
(Ohya) AIS cin GOTO Her TOGO cg On 055.0 db OC HORE AST ACD God BOAgSan CURTOGOdae 
Prepaid Oxpenses cc aves ciecass.056,8 oro arate sitar vaaMPeL arena aft o/h sols alate’ alejo(suelnietelogeitise eiviene ttelele:© 


Total current ‘assets... | F2/cjtetehrcreslociatolsleictelels Ciafetalsisraistelals SiakoreK@e/avnlsteels.afelers 


INVESTMENTS: 


Affiliated companies (NOC) Ma cle etsie:+\ais1otatetalelo et ele rs\alotalataratetain etaiata\etsalelnia(e(s sia/ele}alela/aia/s 
Baqultgrinijoint ventures. 47 3 teatc chteerm aisles evan mend ots s wisield Wave aietaeteastiaie ave e\scheiere 
Land and real estate— 
Land held for development and sale, less purchase-money obligations (Note 2)...... Actes 
Land) heldifor investment ss, cia'syaois arate 4:0: 0:0:0/einio(s'ara\s_aiutosayure s,atotalayaaievatetatel cialleyeiniare erelstets 


Improved real estate held for investment, less accumulated depreciation of 
$2,458,053) in’1965: and '$2,066,970 im 1964.) Joc. wic'cielsiels ojala civieis/¥ielujaleis «ois 


OTHER ASSETS: 


Long-term receivables ............+00. ayetotale » ssistetete nies Save aistaletacrmemetateaieve aheleteieraietes 
IEE Here ote eal eloialatelavei s\s/st atsteteiatey niaeiefe)aiois, eis el's'«la’e ais erelaruara Wile \aataguys otahtn a Palptelatare ead Oymeye 


CONSTRUCTION AND MINING EQUIPMENT AND FACILITIES, at cost: 


Construction equipment and facilities............ 
Mining lands, leases and development costs 
Miningvequipment and Ta Cilitien cc's). i 04,01 s'o\a/4isisiaieisiecajolstavernsle’s eleiaisio/selciers 


Less—Accumulated depreciation and depletion...............+. aia wateaataiats Mintske cit jatsrepatat 


1965 1964 
$ 2,489,945 $ 1,896,916 
14,749,993 17,174,531 
3,056,862 3,084,428 
4,437,500 1,577,850 
2,161,956 2,137,630 


$ 26,896,256 


$ 25,871,355 


$ 32,463,600 
19,498,059 


10,868,452 
1,855,819 


11,907,844 


$ 27,873,842 
8,610,915 


9,286,239 
2,043,190 


12,298,034 


$ 76,593,774 


$ 60,112,220 


$ 2,858,102 
1,364,951 


$ -4,223,053 


$ 2,909,583 
1,971,400 


$ 4,880,983 


$ 15,981,187 


$ 16,866,230 


9,133,602 8,962,587 
27,796,263 27,056,517 
$ 52,911,052 $ 52,885,334 
27,964,539 27,498,381 
$ 24,946,513 $ 25,386,953 
$132,659,596 $116,251,511 


LIABILITIES AND CAPITAL 


CURRENT LIABILITIES: 


Bank loans, notes and contracts payable, and current portion of long-term liabilities ....... 
ASCOUDLS PAVE cisie <5 evaivcye os. eiwia ie 6/5) s/avale.e'ecortieia a ww bioyers Wicthn ale sie awiSiale euleneies creas 
Acorued wliabittties ojo eave as tare cit o's a's e/a sicics's's ceusaiab slaisiners cvajsieces sissies os cusielcere ers 
RCCTMCD INCOME tAReS ore cites aieis oats sie nisin ecoralein a) eresaie’e @ sis'e!sie-ejcistelers Gitiaie.o4'e:bys/eiecorers\stece 

Total current liabilities ...............0000+ 80/0,0 #e0.0.6'0 40/8i6 6. i0neine in sinter 


LONG-TERM LIABILITIES: 


5% % note payable to insurance company, due in varying installments to 1981 (Notes 3 and 8) 
4% % term loan payable to banks, maturing October 31, 1968............+ Saystareinyaisialavacats 
Bank loans, due on or before December 30, 1968, 

partially secured by improved real estate...........eeeeee Sialeisleve wie nae erelersiere sidieie 
Notes and contracts payable, due in various installments to 1979...... a latelate titers 'alahawievs’ sinter 
PPG Err OTe ERROR 550 sn 5 ahs 9) ro: ow aegnto lapaiia Jase: hi ¥s) dinsb)a alk lavalsza)e\cte exe, e\e\Ginss o winve 
Reserves sand) Other itarcvsisis:cisiciaieters/stercheLareqsruro rnin ii eters ash avers ralaloleiets|olateisie. cial oes Mavete ie%ainva 


STOCKHOLDERS’ INVESTMENT: 


Capital stock, par value $2 per share— 
Authorized—10,000,000 shares 


Issued—4,304,206 shares .........0eeeeeeeee sisiets avvaimevsiats afeeealaiealatave iaiaistere estittars 
Capital surplus .........+.500. eeees 
Earned surplus, including equity in undistributed 

earnings of affiliates (Notes 1 and 3) .......cccceeeccescnceesevees Sopsyolarenesecd avalos 
TROSHRY MOCK, 3. 90r MIMICS BL CONE sii e ce cacteanienles ta caeeaniineleteanecsiatelecs gee eee fi 


The accompanying notes are an integral part of these balance sheets. 
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1965 1964 
$ 7,729,561 $ 5,008,102 
6,484,393 4,821,576 
3,521,432 2,893,574 
1,922,901 1,178,196 


$ 19,658,287 


$ 13,901,448 


$ 20,000,000 $ 20,000,000 
3,500,000 3,000,000 
1,625,000 2,000,000 
4,178,810 2,694,460 
3,095,702 2,681,500 
4,245,343 2,333,900 

$ 36,644,855 $ 32,709,860 


$ 8,608,412 $ 8,608,412 
2,916,893 2,916,893 
64,933,418 58,217,167 
(102,269) (102,269) 

$ 76,356,454 $ 69,640,203 
$132,659,596 $116,251,511 
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UTAH CONSTRUCTION & MINING CO. AND SUBSIDIARIES 


STATEMENT OF CONSOLIDATED INCOME FOR THE YEARS ENDED OCTOBER 31, 1965 AND 1964 


1965 1964 
INCOME: 
Gross revenues from operations (Note 4).........+..++ POOR OO OCR BRIO $89,317,424 $59,890,248 
Costs and EXPEMses) ooo osi0/e: sis caisiess: sistwieb.0 6 sisieiaie;s:cieieicib « Sisiele\eie ‘eisjereiaie is eielereie 6 e\ersia%s ewer 76,372,121 50,569,194 
Gross profit from operations $12,945,303 $ 9,321,054 


Equity in net income of— 


SAEs (INOW: Tas scan comes & areas ne doen s dunes a eeaew < slaerwactee 6,109,231 4,327,538 
Joint ventures (proportionate share of gross revenue was approximately 
$49,000,000 for 1965 and $42,000,000 for 1964) (Note 4).........00ceeeeeeeee 465,982 1,555,303 
Gain (loss) on sale of equipment and investments 1,749,375 157,347 
IRTALORE Ss shies Cetooe Asses Seta baoseocas SK ‘ ye 338,147 404,802 
Other income (expense) (264,427) (376,162) 
$21,343,611 $15,389,882 
EXPENSES: 
Generaliiand cadministrative .<:0/ejaie5 ccvassg is aajeteisis 00s austen «waitin so aisle te Vesicle Svictoea ne $ 3,383,893 $ 3,741,101 
Employees’ retirement plan provision. . 680,000 604,000 
NSNEQEOSE Soh an as:c5 ape; shatters ra vatavuises: $8 over ay ole taxetaiai elec es 8s o's) Siero en bia ais el exbiAara eielo iets orensiareeloesi cis 2,113,227 2,152,819 
$ 6,177,120 $ 6,497,920 
INETUINCOMB: BEFORE INCOME ‘TAXES ..470:0 0:0 5is'e1e.o1s\sla/'s{o:b/siaio/ai <o)steiwisie.ere'sveiw'e seisieinieie/eisinveisse'eles0 $15,166,491 $ 8,891,962 
PROVISION-FOR INCOME ‘TAXES :« o:0je:0.c.0:s «arajaate eysiaia/a(aisiaielsisleiayele.afeyaialaia\eiaseiaye o/e/aie/d,e/aldre/s\avayale : 4,150,000 1,600,000 
INBTVINGCOMB  L2%s 56: a2etdia Bialoietale walle ale sate a idhstotelele auete rel ete rahe cverete areata elae atatate  etehetetmipra e.o%s oletaleiaete $11,016,491 $ 7,291,962 


STATEMENT OF CONSOLIDATED EARNED SURPLUS FOR THE YEARS ENDED OCTOBER 31, 1965 AND 1964 


1965 1964 
BALANCE SBRGINNING (OH. YEA; fe <te's' co 616..6:5i5j0 6 eco die siWinyee (rath /$re ures i niwiare\dreiarbh a wistareiere wie eieiee eva $58,217,167 $55,010,571 
ADD—NBTAINGOME "e. orsi5 1h siavalece:s'e'e Ci0'c 8 ia le'9'e 01016 0i0:Gee. b's (eels @) Seis Te lass (oie le leibfereiase sthiereare'e:elaree7s a 11,016,491 7,291,962 
$69,233,658 $62,302,533 
DEDUCT—CASH DIVIDENDS 
($1.00 per share in 1965 and $ .95 per share in 1964) .........ccsceeeeeeeeeeeeeeeenee 4,300,240 4,085,366 
BALANCE END OF YEAR, including equity in undistributed 
Caxrnings OF atiliates, (NOt I and): 5) Srajete ss, sscrsjaiaie ic ayoisiwia are Wield eiaveraier em ais (avein ave Sapedie, 5a $64,933,418 $58,217,167 


The accompanying notes are an integral part of these statements. 
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UTAH CONSTRUCTION & MINING CO. AND SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS OCTOBER 31, 1965 


1. The consolidated financial statements include the accounts of Utah Construction & Mining Co. and all subsidiary companies, after elimination of 
significant intercompany items and transactions. In addition, the statements include Utah’s equity in the net earnings of affiliated companies in which 
Utah does not have a majority interest; the equity in these earnings is recorded based upon the affiliates’ audited financial statements as of their most 
recent fiscal year-end and upon subsequent interim reports submitted by the respective companies. Estimated income taxes payable on such earnings 
when distributed have been provided in the accompanying financial statements. The composition of Utah’s investment in affiliated companies is shown 
below: 


1965 1964 
Total equity in undistributed earnings of affiliates.................. $36,045,329 $30,770,326 
Less—Income taxes payable upon distribution of earnings to Utah 6,806,051 5,819,438 
Included in earned surplus ...........00seeseeeeeeeeee $29,239,278 $24,950,888 


Cost of investments.......... : ts 3,224,322 2,722,454 
INQNCHETENE AU VAIICOS 22510 155d crus cis wre (Ui niais vista. sinveisins Sinansinrestiaehinmlonysre, ects _ 200,500 


$32,463,600 $27,873,842 


The accounts of foreign subsidiaries and affiliates have been translated to U. S. dollars at the exchange rates in effect as of October 31, 1965. Fluctua- 
tions in these exchange rates during the year had no significant effect upon the accompanying consolidated financial statements. 


2. The company and its consolidated subsidiaries have entered into various agreements for the acquisition of land to be developed and sold. Among 
other things, certain of these agreements generally provide that the related obligations will mature only as the company chooses to develop individ- 
ual units or parcels. Further, such obligations amounting to $3,437,407 at October 31, 1965, and $5,246,243 at October 31, 1964, are secured only by 
the related land in which the company has an investment of $1,092,881 and do not represent claims against other corporate assets. 


3. The company’s long-term loan agreements contain certain restrictive provisions, including a limitation on the payment of cash dividends and on 
the purchase or redemption of outstanding capital stock. Earned surplus in the amount of $14,998,187 was free of such restrictions at October 31, 
1965. 


4. Major construction contracts may extend over a period of years. Accordingly, the company reports income from its construction contracts on a 
percentage-of-completion basis. The company’s share of income from joint venture construction contracts is reported in the same manner, based upon 
reports submitted by the respective joint ventures. 

Proceeds from claims against owners, or price adjustments arising out of construction contracts, are recorded in the year such claims are resolved. 
No significant items of this nature with respect to contracts completed in a prior year were recorded in 1965 or 1964. 


5. Contingent liabilities include the usual liability of contractors for the performance and completion of both company and joint venture con- 
tracts. In addition, the company is committed to invest and/or advance funds to certain affiliates and joint ventures in connection with their expan- 
sion and operating activities. As of October 31, 1965, the principal commitment is an additional $10 million for Mount Goldsworthy Mining Asso- 
ciates. 

The company has a lease agreement expiring in 1980 for the rental of its home office. The annual base rental under this agreement varies from 
$185,000 for 1966 to $210,000 for the last five years of the lease. The company also has a long-term lease agreement for equipment requiring pay- 
ments of approximately $420,000 annually for a remaining period of 8 years. 


6. The accompanying statement of income includes provisions for depreciation and depletion of $4,899,797 in 1965 and $6,060,582 in 1964. 


7. In February, 1965, Federal income tax deficiencies were proposed by the U. S. Internal Revenue Service against certain of the company’s affiliates 
for the taxable years 1953 through 1962. The deficiencies are being contested by these affiliates, and counsel has advised that there are substantial 
defenses against such deficiencies. In the company’s opinion, any resulting tax liability of the affiliates would not have a material effect on the 
accompanying financial statements, and no provision therefor has been made. 

In connection with its review of the company’s income tax returns for the fiscal years 1955 to 1963 inclusive, the U. S. Internal Revenue Service 
has proposed certain deficiencies in taxes. Counsel for the company has advised it that there are substantial defenses against the proposed deficiencies 
and they are presently being contested. In the opinion of the company, the ultimate liability for the deficiencies, if any, will not exceed the amounts 
reserved therefor. 

The company is defendant to certain pending litigation arising out of the 1960 merger with Lucky Mc Uranium Corporation. Management and 
counsel are of the opinion that the company’s position is correct and sound, and the action is being vigorously defended. Accordingly, no provision 
for such litigation has been made in the accompanying financial statements. 


8. Subsequent Event As of December 14, 1965, the Company entered into an agreement for the sale of $35,000,000 of 512% notes to an insurance 
company, maturing in varying installments from 1971 to 1986. Proceeds will be used to refund present long-term debt and for the financing of mining 
expansion. 


